Concerning  the  Tax  Amendment 
to  the  Constitution. 


Office  of  the  Tax  Commission. 


The  law  requires  the  Tax  Commission  to  “print  from  time  to  time,  for 
general  circulation,  such  information  as  it  may  deem  proper.” 

It  has  been  made  apparent  to  the  Commission  that  there  is  such  a 
general  lack  of  knowledge  concerning  the  pending  tax  amendment  to 
the  constitution  as  to  justify  the  Commission  in  distributing  some  printed 
information  upon  the  subject,  and  it  is  hoped  that  the  letters  and  other 
information  which  follow  may  cause  the  amendment  to  receive  that  con¬ 
sideration  at  the  hands  of  the  voters  at  the  coming  November  election 
which  measures  of  the  kind  should  always  have. 

For  the  purpose  of  showing  how  the  pending  Kansas  amendment  is 
looked  upon  by  leading  tax  administrators  and  students  in  other  states,  a 
few  letters  from  such  persons  are  printed.  No  suggestion  as  to  what 
should  be  said  in  the  letters  was  made,  except  that  the  gentlemen  writing 
should  give  their  views  as  to  the  pending  amendment,  a  copy  of  the 
amendment  having  been  sent  to  each  of  them. 

One  letter  signed  personally  by  the  members  of  the  Commission,  in 
answer  to  a  letter  of  inquiry,  is  printed,  as  is  also  an  answer  to  another 
letter  written  by  the  secretary  of  the  Commission  at  the  dictation  of  the 
Commission. 

A  few  other  items  of  information  are  also  printed,  and  the  whole  is 
put  forth  with  the  belief  that  what  is  said  will  prove  beneficial  in  en¬ 
lightening  the  public  upon  the  important  question  which  the  last  legis¬ 
lature  submitted  to  the  people  for  determination. 

THE  TAX  COMMISSION. 

Topeka,  October  10,  1914. 


Immediately .  following  is  a  statement  showing  in  combination  the 
present  tax  provision  of  the  constitution  and  the  proposed  change  in  the 
constitution.  If  the  directions  given  be  followed,  the  constitution  as  it  is 
can  be  first  read,  and  then  the  constitution  as  it  will  be  if  the  amendment 
is  adopted.  It  should  be  noted  that  the  exemptions  from  taxation  now 
provided  will  remain  unchanged,  and  will  be  perpetuated  in  the  constitu¬ 
tion  if  amended. 

The  changes  which  will  be  made  in  the  present  constitutional  provision 
concerning  assessment  and  taxation,  should  the  amendment  to  the  con¬ 
stitution  be  adopted  by  the  voters  at  the  November,  1914,  election  which 
was  submitted  for  adoption  or  rejection  by  the  legislature  of  1913,  are 
hereinafter  indicated. 

Note. — To  facilitate  comparison,  the  present  and  proposed  forms  of 
constitutional  provision  are  combined;  matter  to  be  repealed  being  en¬ 
closed  in  brackets,  and  the  new  matter  added  being  shown  by  italics. 
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The  pending  amendment  consolidates  sections  1  and  2,  article  11,  of 
the  constitution  so  as  to  be  one  section. 

The  present  constitutional  provision  may  be  read  by  leaving  out 
the  italicized  matter  and  reading  all  other  matter,  including  that  within 
brackets. 

The  constitutional  provision  as  it  will  be  if  the  amendment  is  adopted 
may  be  read  by  leaving  out  all  matter  within  brackets  and  reading  all 
other  matter,  including  that  which  is  italicized. 

Section  1.  The  legislature  shall  [provide  for  a  uniform 
and  equal  rate  of  assessment  and  taxation;  but]  have  power 
to  establish  and  maintain  an  equitable  system  for  raising  state 
and  local  revenue ,  and  may  classify  the  subjects  of  taxation  so 
far  as  their  differences  justify  the  same,  in  order  to  secure  a 
just  return  from  each.  All  property  used  exclusively  for  state, 
county,  municipal,  literary,  educational,  scientific,  religious, 
benevolent  and  charitable  purposes,  and  personal  property  to 
the  amount  of  at  least  two  hundred  dollars  for  each  family, 
fehall  be  exempted  from  taxation.  Taxes  may  also  be  imposed 
on  incomes,  franchises,  privileges  and  occupations,  which  taxes 
may  be  graduated  and  progressive,  and  reasonable  exemption 
may  be  provided. 

[Sec.  2.  The  legislature  shall  provide  for  taxing  the  notes 
and  bills  discounted  or  purchased,  moneys  loaned,  and  other 
property,  effects,  or  dues  of  every  description  (without  de¬ 
duction)  ,  of  all  banks  now  existing,  or  hereafter  to  be  created, 
and  of  all  bankers;  so  that  all  property  employed  in  banking 
shall  always  bear  a  burden  of  taxation  equal  to  that  imposed 
upon  the  property  of  individuals.] 

Matter  in  brackets,  to  be  repealed;  new  matter,  in  italics. 

The  federal  law  does  not  permit  states  to  tax  national  banks,  but  does 
authorize  states  to  tax  to  the  owner  the  shares  of  stock  issued  by  national 
banks.  Since  1868  there  has  been  no  law  in  Kansas  requiring  banks  to 
be  assessed  under  the  provisions  of  section  2  of  the  present  constitutional 
provision,  because  the  legislature  was  compelled  to  provide  for  the  taxa¬ 
tion  of  the  interests  in  state  banks  in  like  manner  as  they  were  permitted 
to  tax  the  interests  in  national  banks;  else  national  banks  would  be 
favored  in  taxation. 

Section  2  of  article  11  of  the  constitution  was,  therefore,  in  effect  nulli¬ 
fied  by  the  federal  law,  and  this  constitutional  feature  has  been  of  no 
force  since  1868  and  never  can  be  unless  the  Congress  shall  change  the 
policy  of  taxing  national  bank  interests,  which  is  not  at  all  likely.  This 
section,  therefore,  being  repugnant  to  the  actual  practice  which  is  in  all 
fairness  and  justice  required,  should  be  repealed. 

Office  of  Tax  Commission,  September  1,  1914. 
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Letter  of  Dr.  Charles  J.  Bullock,  professor  of  political  economy  in  Harvard 

University,  Cambridge,  Massachusetts. 

Cambridge,  Mass.,  September  25,  1914. 

I  have  received  and  examined  with  interest  the  proposed  tax  amend¬ 
ment  to  the  constitution  of  Kansas.  It  seems  to  me  to  be  very  well  drawn, 
and  if  adopted  will  permit  the  state  to  adopt  a  more  just  and  practicable 
system  of  taxation.  The  amendment  gives  to  the  legislature  the  power  to 
classify  property,  which  is  indispensable,  and  also  provides  for  income 
and  franchise  taxes,  as  is  very  desirable. 

If  the  people  of  Kansas  will  ratify  this  amendment  the  way  will  be 
open  for  your  state  to  adopt  some  of  the  newer  and  better  methods  that 
other  states  have  introduced  in  the  taxation  of  personal  property,  and 
to  make  such  further  changes  in  your  taxation  system  as  may  seem 
desirable.  I  can  see  no  reasonable  ground  of  opposition  to  the  amend¬ 
ment  as  drawn,  and  see  every  reason  for  believing  that  it  ought  to  be 
adopted.  Very  truly  yours,  Charles  J.  Bullock. 

Letter  from  Hon.  Lawson  Purdy,  president  of  the  Department  of  Taxes 
and  Assessments  of  the  borough  of  Manhattan,  New  York  City.  Mr. 
Purdy  is  one  of  the  foremost  students  of  taxation  and  has  no  superior 
in  the  country  as  an  administrative  tax  officer. 

New  York  City,  N.  Y.,  September  24,  1914. 

I  have  received  your  letter  of  the  21st,  inclosing  proposed  amendment 
to  the  constitution  of  the  state  of  Kansas.  While  my  general  preference 
is  for  the  omission  from  state  constitutions  of  all  directions  concerning 
taxation,  as  in  the  constitution  of  New  York,  nevertheless  I  believe  that 
the  amendment  proposed  to  the  Kansas  constitution  will  effect  a  very 
great  improvement.  Under  the  proposed  form  of  the  constitution  it 
seems  that  the  legislature  will  have  power  to  classify  property  for  taxa¬ 
tion  in  accordance  with  the  best  examples  furnished  by  other  states  and 
may  from  time  to  time  make  such  changes  as  experience  may  dictate  to 
be  wise.  I  heartily  congratulate  you  that  this  amendment  is  to  be  sub¬ 
mitted  to  the  people,  and  hope  it  may  be  approved. 

Yours  very  truly,  Lawson  Purdy. 

Letter  from  Hon.  Samuel  Lord,  member  of  the  Minnesota  Tax  Commis¬ 
sion.  Minnesota  is  one  of  the  progressive  states  in  matters  of  taxa¬ 
tion,  and  Mr.  Lord  has  long  been  an  efficient  member  of  the  Tax  Com¬ 
mission  of  that  state. 

St.  Paul,  Minn.,  September  28,  1914. 

A  constitution  requiring  that  all  property  shall  be  taxed  upon  the  same 
basis  and  at  the  same  rate  sounds  good,  but  instead  of  resulting  in  a  just 
distribution  of  the  burdens  of  taxation  is  generally  productive  of  the 
grossest  injustice.  This  is  proven  by  universal  experience. 

Kansas  will  not  be  able  to  enact  just  and  desirable  tax  laws  or  keep 
pace  with  other  advancing  communities  in  matters  of  tax  reform  unless 
and  until  she  amends  her  present  constitution. 

The  proposed  tax  amendment  which  you  inclose  is  certainly  a  great 
improvement  over  the  old  provisions,  and  if  adopted  should  result  in  great 
and  lasting  benefit  to  every  honest  taxpayer  in  your  state. 

Very  truly  yours,  Samuel  Lord. 

Letter  from  Hon.  Oscar  Leser,  member  of  the  State  Tax  Commission  of 
Maryland.  Judge  Leser  was  for  many  years  one  of  the  judges  of  the 
appeal  tax  court  of  Baltimore,  and  is  thoroughly  conversant  with  the 
needs  of  a  state  in  the  way  of  providing  an  equitable  tax  system. 

Baltimore,  Md.,  September  26,  1914. 

The  so-called  “General  Property  Tax  System/’  which  is  now  in  force 
in  Kansas,  is  based  on  the  theory,  not  only  that  all  property,  real  and 
personal,  should  be  taxed,  but  that  it  should  be  taxed  at  the  same  rate. 
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While  this  gives  the  impression  of  perfect  equality,  both  study  and  ex¬ 
perience  show  that  such  a  system  produces  and  promotes  the  greatest 
inequality. 

The  proposed  amendment  to  section  1  of  article  11  of  the  constitution 
of  Kansas  is  designed  to  cure  the  evils  which  have  grown  out  of  the  Gen¬ 
eral  Property  Tax  System,  by  permitting  the  classification  of  property 
for  taxation — that  is  to  say,  the  treatment  of  each  class  with  regard  to 
its  special  characteristics  and  with  regard  to  the  best  interests  of  the 
community,  either  from  the  standpoint  of  increased  revenues  or  of  the 
encouragement  of  enterprises  or  activities. 

The  adoption  of  this  amendment  by  the  people  of  Kansas  would  be 
a  distinctly  progressive  step,  freeing  the  state  of  the  antiquated  shackles 
which  now  bind  her  and  adding  her  to  that  rapidly  growing  group  of 
American  commonwealths  which  believe  in  enlightened  principles  of 
government. 

In  advocating  this  amendment  for  Kansas  I  am  greatly  influenced  by 
the  enormous  success  which  has  attended  the  adoption  of  a  similar  policy 
in  Maryland,  where  the  classified  taxation  system  has  been  in  successful 
operation  for  many  years. 

The  repeal  of  section  2  of  article  11  of  the  constitution  would  also  be  a 
sensible  step,  as  the  provision  is  entirely  unenforceable,  because  as  to 
national  banks  it  conflicts  with  the  federal  law  which  prescribes  that 
such  banks  can  only  be  taxed  on  their  real  property  and  shares  of  capital 
stock.  Since,  therefore,  such  banks  can  not  be  taxed  directly  on  their 
personal  assets,  it  is  not  only  unfair  to  apply  the  asset  tax  to  state  banks, 
but  the  attempt  to  do  so  would,  in  my  opinion,  constitute  an  illegal  dis¬ 
crimination  against  such  banks.  It  is  therefore  the  part  of  wisdom  to 
remove  a  provision  which  is  impotent  and  which  can  have  no  other  effect 
than  to  cause  misunderstanding  and  confusion. 

Sincerely  yours,  Oscar  Leser,  Commissioner . 

Letter  from  Hon.  Chas.  V.  Galloway,  member  of  the  State  Tax  Commis¬ 
sion  of  Oregon.  Mr.  Galloway  is  in  the  front  rank  of  students  and  tax 

administrators  and  is  well  qualified  to  speak  upon  the  subject. 

Salem,  Ore.,  September  29,  1914. 

I  have  examined  with  a  great  deal  of  interest  the  proposed  amendment 
of  sections  1  and  2,  article  11  of  the  constitution  of  Kansas,  and  have 
carefully  compared  the  amending  section  with  the  sections  as  they  now 
stand. 

The  purpose  of  the  proposed  amendment  is  to  do  away  with  the  old 
iron-clad  rule  of  “equality”  and  “uniformity,”  which  under  modern  con¬ 
ditions  has  produced  results  exactly  the  opposite  of  those  desired  and  in¬ 
tended.  Your  existing  constitutional  provisions  on  taxatiop  were  toler¬ 
ably  adapted  to  the  economic  and  industrial  conditions  of  sixty  or  eighty 
years  ago;  but  with  the  development  of  new  methods  of  business  and  new 
forms  of  property  the  attempt  to  tax  all  kinds  and  classes  by  the  same 
rule  is  about  as  unreasonable  as  it  would  be  to  require  a  railroad  to 
carry  passengers  and  live  stock  at  one  uniform  rate  per  head,  or  to  insist 
that  the  merchant  should  sell  dried  fruit  and  flour  at  the  same  rate  per 
pound. 

Your  proposed  amendment  is  exactly  in  line  with  the  rational  tax- 
reform  movement  in  the  United  States — a  movement  which  is,  I  believe, 
indorsed  and  approved  by  every  economist  and  tax  expert  of  any  conse¬ 
quence.  Amendments  very  similar  to  yours  in  purpose,  definitely  au¬ 
thorizing  classification  of  the  subjects  of  taxation,  are  now  pending  in 
Oregon,  and  will,  I  think,  be  adopted  at  the  election  next  November. 

I  sincerely  hope  the  people  of  Kansas  will  not  make  the  mistake  of 
rejecting  the  proposed  amendment.  Very  truly  yours, 

Chas.  V.  Galloway,  Tax  Commissioner. 
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Letter  from  Prof.  Thos.  S.  Adams,  a  member  of  the  Wisconsin  Tax  Com¬ 
mission  and  secretary  of  the  National  Tax  Association.  Dr.  Adams  for 
many  years  was  a  professor  of  economics  in  one  or  another  of  the 
leading  universities  of  the  country — notably  the  Wisconsin  University 
— and  is  now  a  member  of  the  Tax  Commission  which  in  many  ways  has 
pioneered  the  movement  for  tax  reform  now  diffused  throughout  the 
whole  country. 


Madison,  Wis.,  October  6,  1914. 

I  have  read  with  interest  the  proposed  amendments  to  sections  1  and 
2,  article  11  of  the  constitution  of  Kansas.  An  outsider  can  never  speak 
with  authority  concerning  the  affairs  of  another  commonwealth;  but  if 
conditions  in  Kansas  are  similar  to  those  existing  in  other  states  suffer¬ 
ing  from  an  iron  rule  of  “equality  and  uniformity,”  then  the  present 
constitutional  rule  in  Kansas  has  never  been  fully  enforced,  and  would 
work  grave  injustice  if  it  were  fully  enforced. 

Qualified  students  of  taxation  are  nearly  unanimous  in  their  belief 
that  different  classes  of  property  are  not  fitted  to  bear  the  same  rate  of 
taxation.  City  real  estate,  for  example,  can  easily  bear  a  tax  rate  of 
one  and  one-half  per  cent,  because  its  value  is  partly  created  by  growth 
of  population,  because  public  expenditures  operate  to  increase  its  value, 
and  because  of  other  conclusive  reasons  too  numerous  to  be  enumerated 
here.  But  to  impose  a  tax  of  one  and  one-half  per  cent  upon  a  bond 
paying  interest  at  five  per  cent  annually  is  to  take  thirty  per  cent  of  its 
income  in  taxes.  This  is  confiscation.  Tax  rates  must  vary  with  the 
economic  character  of  the  property  taxed,  and  if  legislation  insisting 
upon  absolute  equality  is  passed  it  will  simply  be  nullified  by  tax  as¬ 
sessors. 

Although  such  laws  can  not  be  enforced,  the  effort  to  enforce  them  is 
needlessly  expensive,  irritates  taxpayers,  alarms  business,  and  deeply 
discourages  tax  officials  by  calling  upon  them  to  accomplish  what  is  im¬ 
possible.  Unjust  tax  laws  paralyze  the  arm  of  the  assessor. 

Authorities  on  taxation  are  practically  agreed  that  such  rigid  con¬ 
stitutional  restraints  should  be  relaxed  and  greater  legislative  freedom 
given  to  adapt  tax  laws  to  the  facts  of  life  and  industry.  The  proposed 
amendment  represents  a  safe  and  careful  step  in  the  direction  of  greater 
freedom,  and  it  is  hard  to  see  why  it  should  not  receive  the  support  of 
every  class  and  interest  involved.  Very  truly  yours, 

T.  S.  Adams,  Commissioner. 

Answer  to  a  letter  of  inquiry  received  from  Hon.  Noah  L.  Bowman, 

member  of  the  State  Senate. 

August  25,  1914. 

Dear  Sir — I  am  directed  by  the  Tax  Commission  to  say,  in  answer  to 
your  letter  of  the  21st  inst.,  that  unfortunately  the  Commission  is  un¬ 
able  to  name  to  you  all  of  the  kinds  of  property  that  are  missing  from 
the  tax  rolls  and  the  amounts  of  the  property  so  missing. 

There  is  being  sent  you,  in  a  separate  inclosure,  the  first,  second  and 
third  reports  of  the  Commission  to  the  legislature.  On  pages  26  et  seq. 
of  the  first  report  you  will  find  this  question  discussed. 

It  is  a  fact  generally  accepted  by  students  of  economics  and  finance 
that  in  a  state  as  old  as  Kansas  the  value  of  the  personal  property  in 
the  state  is  at  least  equal  to  the  value  of  the  real  estate. 

The  Commission  has  once  or  twice  called  to  the  attention  of  the  legis¬ 
lature  the  need  for  laws  which  would  permit  the  gathering  of  the  statis¬ 
tical  data  which  are  necessary  in  order  to  enable  the  public  to  be  prop¬ 
erly  advised  on  these  matters,  but  the  Commission  has  met  with  little 
success  in  that  regard. 

It  is  impossible  to-day  to  tell  what  is  the  mortgage  indebtedness  of  the 
state  of  Kansas;  nor  can  it  be  stated  even  approximately  what  is  the 
value  of  the  mortgage  indebtedness  held  by  the  citizens  of  the  state. 

This  year  there  was  assessed,  in  round  numbers,  $68,000,000  of  mort¬ 
gages.  Without  any  way  of  demonstrating  the  amount  of  property  of 
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this  kind  owned  in  Kansas,  nevertheless,  the  Commission  is  firm  in  the 
belief  that  what  is  upon  the  tax  roll  is  not  near  all  of  that  kind  of  prop¬ 
erty  that  should  be  listed  for  taxation. 

Various  shifts  and  devices  are  resorted  to  to  evade  taxation,  such  as 
assigning  mortgages  to  fictitious  parties  outside  of  the  state  and  to  rela¬ 
tives,  and  other  devices  of  like  kind  which  satisfy  the  conscience  of  some 
owner  who  cares  more  to  avoid  the  tax  than  he  does  to  redeem  his  ob¬ 
ligation  to  the  state,  and  incidentally  to  his  fellowmen. 

Names  will  not  be  mentioned,  but  the  Commission  has  in  mind  a  gen¬ 
tleman  who  during  the  last  year  of  his  life  listed  for  taxation  about 
$17,000  in  personal  property.  When  his  estate  was  inventoried  the  next 
year  it  was  found  that  he  should  have  returned  more  than  $170,000  in¬ 
stead  of  $17,000,  and  this  amount  which  was  omitted  from  the  roll  for 
the  previous  year  was  added  to  the  roll  of  the  current  year  as  omitted 
property.  These  figures  are  not  exactly  correct,  but  approximate  the 
real  amounts. 

Another  person  listed  between  $4000  and  $5000,  and  the  next  year 
when  his  estate  was  administered  upon  it  was  found  that  he  owned 
$45,000  in  mortgages  alone. 

These  are  instances;  many  more  have  come  to  the  knowledge  of  the 
Commission. 

You  will  remember  that  the  law  prohibits  assessors  from  obtaining 
information  from  the  records  of  any  bank  as  to  the  ownership  of  prop¬ 
erty  by  the  bank’s  patrons. 

In  1914  the  aggregate  of  moneys  on  deposit,  as  appears  upon  the 
various  tax  rolls,  is  $37,357,703. 

The  actual  amount  of  moneys  in  hand  and  on  deposit,  like  all  other 
intangible  property,  can  not  be  even  approximately  ascertained.  One 
instance  came  to  the  knowledge  of  the  Commission  where  a  citizen  had 
money  and  notes  concealed  about  his  home  worth  about  $100,000.  Many 
of  lesser  amounts  have  come  to  light. 

The  amount  of  money  actually  in  hand  and  not  in  banks  must  aggre¬ 
gate  a  considerable  sum.  Nobody  can  tell  how  much.  A  fair  estimate 
is  possible  of  the  amount  of  bank  deposits  which  the  owners  do  not  list 
for  taxation. 

Reports  were  made  to  the  bank  commissioner  pursuant  to  his  call 
under  the  following  dates:  June  7,  1911;  August  28,  1911;  December  27, 
1911;  April  2,  1912;  June  14,  1912. 

It  will  be  noted  that  these  calls  covered  a  period  of  about  one  year,  so 
that  the  average  of  the  amounts  shown  on  deposit  at  the  dates  named 
will  fairly  represent  the  average  deposits.  The  average  deposits  thus 
ascertained  were  as  follows: 

Individual  deposits  .  $88,637,967.55 

State,  county,  banks  and  bankers’ 
deposits  .  9,527,840.84 


Total  .  $98,165,808.39 

The  deposits  of  banks  and  bankers  are  considered  as  duplicate  de¬ 
posits,  although  they  may  not  all  be  so  in  fact;  they  are  deducted  anyhow. 

Of  the  total  deposits  90  per  cent  were  individual  deposits  and  would 
be  listable  for  taxation.  These  data  refer  to  the  deposits  in  state  banks 
only.  It  is  fair  to  assume  that  relatively  about  the  same  percentage  of 
the  deposits  of  national  banks  would  be  individual  deposits. 

The  reports  of  banks  made  pursuant  to  call,  nearest  to  March  1,  1914, 
show  deposits  as  follow: 

State  banks  .  $107,960,202 

National  banks  .  83,474,423 


Total  .  $191,434,625 

Assuming  that  -90  per  cent  of  these  were  individual  deposits,  there  is 
obtained  the  sum  of  $172,291,162.50,  which  should  have  been  listed  for 
taxation,  according  to  the  requirements  of  the  law.  There  was  listed  only 
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$37,357,703.  The  amount  which  has  escaped  the  assessment  for  the 
current  year  estimated  in  this  way — and  it  is  fair — is  $134,933,459. 

Under  the  law  of  the  state,  shares  of  stock  of  foreign  corporations 
owned  by  citizens  of  Kansas,  the  principal  offices  of  which  corporations 
are  without  the  state,  must  be  returned  by  the  owners  for  taxation;  also, 
the  free  shares  of  building  and  loan  associations — that  is  to  say,  shares 
taken  out  as  investments — are  listable  by  the  owners  at  their  withdrawal 
value.  The  total  amount  of  this  class  of  property  listed  for  taxation  in 
1914  is  $5,315,666.  There  is  no  possible  way  of  knowing  the  value  of 
this  kind  of  property  in  the  state,  but  in  many  ways  it  appears  that  not 
near  all  of  it  is  listed  for  taxation. 

What  is  stated  above  as  to  the  nonlisting  of  the  intangibles  men¬ 
tioned  holds  good  as  to  all  other  intangibles.  Notes  of  hand,  book  ac¬ 
counts  and  all  sorts  of  choses  in  action  which  are  listable  for  taxation 
undoubtedly  escape  the  assessor  in  a  considerable  degree. 

It  is  the  practice  with  many  Kansas  citizens  previous  to  the  1st  of 
March  to  take  funds  out  of  the  state  and  use  them  in  purchasing  live 
stock;  the  live  stock  may  not  be  shipped  into  the  state  until  some  time 
in  the  fall.  When  it  does  come  in  it  is  not  taxable  to  the  owner,  upon 
the  theory  that  all  the  property  he  had  on  March  1  was  listed,  and  in 
this  way  much  tax  liability  is  evaded. 

A  considerable  value  of  tangible  items  of  property  which  may  be  easily 
moved  from  place  to  place  escapes  the  assessors;  automobiles,  live  stock, 
threshing  machines  are  examples  of  property  that  ofttimes  does  not  get 
on  the  rolls. 

The  method  of  assessing  merchants’  and  manufacturers’  stocks, 
moneys  and  credits  opens  the  way  to  a  large  under-assessment  of  this 
kind  of  property. 

If  what  is  said  above  does  not  convince  you  of  the  correctness  of  the 
Commission’s  estimate  that  $500,000,000  more  personal  property  would  be 
upon  the  tax  roll  if  the  law  were  complied  with,  then  the  Commission  can 
not  convince  you,  because  the  facilities  for  acquiring  the  proper  informa¬ 
tion  are  not  afforded  by  the  law. 

You  will  remember  that  the  tax  amendment  to  the  constitution  sub¬ 
mitted  by  the  last  legislature  is  to  be  voted  upon  in  November.  For 
argument  as  to  why  this  amendment  should  be  adopted  you  are  re¬ 
spectfully  referred  to  pages  29  et  seq.  of  the  first  report  to  the  legisla¬ 
ture,  and  pages  14  et  seq.  of  the  second  report.  The  income  feature  of 
the  amendment  was  not  recommended  by  the  Commission,  but  was  added 
in  the  Senate.  It  is  unobjectionable  and  should  not  interfere  with  the 
adoption  of  the  amendment,  and  really  should  aid  in  its  adoption,  be¬ 
cause  there  should  always  be  authority  to  legislate  for  an  income  tax. 

If  you  have  time  to  look  through  these  three  reports  you  will  find  that 
the  Commission  has  spared  no  pains  to  acquaint  the  members  of  the 
legislatures,  and  through  them  the  public,  with  many  of  the  fundamental 
principles  which  should  go  to  the  formation  of  an  equitable  tax  system. 

Answer  to  a  letter  of  inquiry  received  from  Mr.  J.  A.  Hargrave,  of 

Richmond,  Kan. 

September  18,  1914. 

Dear  Sir — Answer  to  your  letter  of  the  9th  inst.  has  been  delayed  be¬ 
cause  of  the  absence  of  the  Tax  Commission  from  its  office  on  official 
business;  but  now  some  suggestions  are  made  as  to  why  the  pending 
amendment  to  the  constitution  should  be  adopted  by  the  people. 

In  all  European  countries,  except  in  a  few  cantons  in  Switzerland;  in 
many  of  the  provinces  of  the  Dominion  of  Canada,  and  generally  among 
students  of  taxation  in  the  United  States,  it  is  an  accepted  truth  that 
“The  General  Property  Tax”  as  an  equitable  system  of  taxation  has 
broken  down  and  is  a  complete  failure;  and  in  most  of  the  countries 
mentioned  other  systems  of  taxation  have  been  introduced,  and  in  the 
United  States  changes  are  being  rapidly  made  in  state  constitutions  which 
will  permit  the  legislature  to  provide  equitable  tax  systems. 

Constitutions  which  contain  a  provision  requiring  uniform  valuations 
and  uniform  levies  upon  all  kinds  of  property,  without  attention  being 
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given  to  the  economic  characteristics  of  the  different  kinds  of  property, 
carry  the  utmost  inequality  that  is  capable  of  being  permitted  by  law. 

The  necessity  for  giving  due  attention  to  the  economic  qualities  of 
property  was  well  stated  in  an  address  delivered  by  Dr.  Charles  J. 
Bullock,  6f  Harvard  University,  to  the  Boston  Chamber  of  Commerce, 
when  he  said: 

“The  various  forms  of  property  fall  into  certain  general  and  well- 
recognized  classes,  which  differ  very  widely  from  one  another  in  their 
nature  and  economic  characteristics.  All  kinds  of  property  are  not  equally 
productive;  all  kinds  of  property  do  not  benefit  equally  from  public  ex¬ 
penditures;  all  kinds  of  property  are  not  similarly  situated  with  respect 
to  interstate  or  foreign  competition,  and  therefore  are  not  equally  able  to 
bear  public  charges;  all  kinds  of  property  are  not  equally  tangible  or 
visible,  and  therefore  equally  capable  of  assessment  without  the  co¬ 
operation  of  the  taxpayer;  and  finally,  all  kinds  of  property  are  not 
equally  liable  to  removal  from  a  given  taxing  district  if  property  owners 
feel  that  the  burden  of  taxation  is  excessive.  For  these  reasons  it  is  nec¬ 
essary  to  classify  property  in  a  reasonable  manner  for  taxation  and  to 
prescribe  for  each  class  such  methods  and  rates  as  its  economic  character 
and  condition  demand. 

“The  methods  and  rates  of  taxation  must  be  adjusted  to  the  require¬ 
ments  of  the  various  classes  of  taxable  objects;  no  rate  upon  any  class 
should  be  higher  than  can  be  collected  with  reasonable  certainty;  no  rate 
should  be  so  high  as  to  drive  out  of  a  community  persons  or  capital  or 
industries;  and  any  rate  that  exceeds  what  a  class  of  taxable  objects  will 
bear  must  result  in  loss  of  revenue,  injury  to  industry,  and  such  general 
demoralization  as  accompanies  widespread  evasion  of  law.” 

From  a  report  of  the  Kansas  Tax  Commission  to  the  legislature  the 
following  is  taken: 

“An  extended  argument  under  this  head  is  not  intended,  and  it  is  with 
some  slight  misgiving  that  a  discussion  of  the  subject  is  approached;  not 
on  account  of  any  doubt  as  to  the  soundness  or  justness  of  the  proposition 
advanced,  but  because  this  is  probably  the  first  time  that  the  question  has 
been  raised  in  this  state  in  a  public  document,  and  therefore  there  is 
naturally  some  doubt  as  to  whether  the  innovation  proposed  in  the  tax 
system  which  has  so  long  obtained  in  Kansas  will  be  favored  by  public 
sentiment.  However,  the  question  is  to  the  front  in  other  states,  and 
legislation  has  already  been  enacted  thereon,  and  there  must  be  a  begin¬ 
ning  in  this  state  if  the  state  is  to  keep  pace  with  other  states  in  ad¬ 
vanced  legislation. 

“It  does  not  require  much  thought  to  cause  one  to  come  to  the  conclusion 
that  differing  kinds  of  property  may  not  safely  be  included  in  one  tax 
category,  due  consideration  being  had  to  equity  in  taxation. 

“It  has  been  before  suggested  that  the  ability  of  the  taxpayer  to  con¬ 
tribute  to  the  needs  of  government  should,  in  so  far  as  is  possible,  measure 
the  share  of  the  tax  asked  from  him. 

“The  small  estate  of  the  widow  or  orphan,  the  income  from  which  is 
necessarily  small  and  simply  aids  in  ekeing  out  a  frugal  existence,  may 
not  properly  be  considered  in  the  same  class  with  the  property  of  the 
owner  whose  holdings  produce  in  income  a  surplus  over  and  above  the  cost 
of  even  luxurious  living  and  adds  continuously  to  the  wealth  of  such 
property  owner;  it  is  from  this  proposition  that  the  principle  of  progress¬ 
ive  taxation  arises. 

“Household  furniture  is  not  in  the  same  class  with  manufacturing 
machinery;  the  former  is  not  only  unproductive  but  deteriorates  from 
year  to  year,  and  an  annual  tax  uses  up  the  principal  investment  and 
amounts  really  to  confiscation,  while  the  latter  is  an  aid  to  production. 

“Shares  of  building  and  loan  association  stock,  held  by  one  who  has 
become  a  member  of  the  association  in  order  that  he  may  thereby  borrow 
money  with  which  to  build  a  home  and  whose  payments  upon  the  stock 
are  in  fact  a  payment  upon  the  indebtedness  thus  incurred,  can  not  be 
compared  with  the  holders  of  prepaid  or  full-paid  shares  of  stock  in  the 
same  association,  taken  out  as  an  investment;  neither  can  the  shares  of 
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the  borrowing  member  be  justly  classed  with  shares  of  stock  in  a  bank  or 
other  corporation  which  yields  to  the  owner  an  income  of  six  per  cent,  and 
sometimes  two,  three  and  four  times  that  rate. 

“Eleemosynary  institutions  whose  charities  and  benevolences  are  not 
class-limited,  but  are  as  broad  as  mankind,  should  not  be  put  in  the  same 
class  with  wealthy  fraternal  societies  that  dispense  charity  or  benevolence 
to  beneficiaries  in  return  for  periodical  dues  or  assessments  paid  by 
members. 

“Subject  to  a  like  contrast  are  the  necessaries  of  life  in  opposition  to 
articles  of  luxury. 

“In  order  to  perceive  fully  the  inharmonious  grouping  of  tax  subjects 
under  the  present  system  one  needs  only  to  consider  the  following:  Seed 
grain  and  seed  vegetables;  grain  and  vegetables  held  for  market;  farming 
implements;  manufacturing  machinery;  moneys  not  in  use;  moneys  at 
interest;  unsecured  credits;  mortgages;  stocks,  with  dividends  ranging 
from  nothing  upward;  poultry;  stands  of  bees;  merchandise;  family 
libraries;  professional  libraries;  and  others  might  be  named  almost 
without  end. 

“That  inequality  in  the  distribution  of  the  tax  burden  must  of  neces¬ 
sity  result  from  a  system  requiring  the  taxation  in  an  identical  manner 
of  subjects  so  widely  varying  in  kind  and  quality  is  indisputable.” 

The  following  resolutions  were  unanimously  adopted  at  one  of  the 
National  Tax  Conferences: 

“Whereas,  The  greatest  inequalities  have  arisen  from  laws  designed 
to  tax  all  the  widely  differing  classes  of  property  in  the  same  way,  and 
such  laws  have  been  ineffective  in  the  production  of  revenue;  and 

“Whereas,  The  appropriate  taxation  of  various  forms  of  property  is 
rendered  impossible  by  the  restriction  upon  the  taxing  power  contained 
in  the  constitutions  of  many  of  the  states: 

“ Resolved ,  That  all  state  constitutions  requiring  the  same  taxation  of 
all  property,  or  otherwise  imposing  restraints  upon  the  reasonable  classi¬ 
fication  of  property,  should  be  amended  by  the  lepeal  of  such  restrictive 
provisions.” 

ILLUSTRATION  OF  INEQUALITY  IN  THE  PRESENT  SYSTEM. 

In  nine  of  the  principal  cities  of  Kansas  the  tax  rate  varies  from  15.51 
to  22.50  mills;  the  average  for  the  nine  cities  is  17.375  mills.  In  some 
townships  of  the  state  the  levy  is  as  low  as  4  mills ;  but  the  average  levy 
in  the  townships  outside  of  cities  may  be  considered  as  8  mills;  it  is 
probably  less. 

The  owner  of  a  5  per  cent  investment  in  city  No.  1  would  be  taxed  31.2 
per  cent  of  the  income;  in  city  No.  9,  45  per  cent;  in  the  average  town¬ 
ship,  16  per  cent. 

The  owner  of  a  6  per  cent  investment  would  have  to  give  in  taxes  of 
his  income  in  city  No.  1,  25.85  per  cent;  in  city  No.  9,  37.50  per  cent;  in 
the  average  township,  13%  per  cent. 

Like  examples  might  be  given  showing  the  inequality  of  the  burdens 
borne  by  other  kinds  of  property.  The  great  injustice  which  results 
from  this  unequal  laying  of  taxes  will  be  apparent. 

A  just  system  of  taxation  does  not  require  that  all  property  shall  be 
taxed;  but  any  system  which  permits  a  part  of  a  particular  class  of 
property  to  be  taxed,  and  much  the  larger  part  of  the  class  to  escape  taxa¬ 
tion,  inflicts  the  grossest  injustice  upon  those  who  return  the  small  part 
for  taxation. 

The  occupier  and  user  of  farm  lands,  whether  as  owner  or  tenant, 
generally  has  his  property  fully  exposed  to  the  inquisition  of  the  as¬ 
sessor;  his  personal  property,  consisting  largely  of  farming  implements 
and  animals,  is  always  open  to  the  view  of  the  assessor.  OfttimeS  tax¬ 
payers  of  the  class  mentioned  have  intangible  property,  such  as  notes, 
mortgages,  stocks,  etc.,  which  the  assessor  much  more  readily  discovers 
than  the  like  kind  of  property  owned  by  the  residents  of  cities.  The 
tonsequence  is  that  the  rural  taxpayer  is  generally  taxed  upon  the  full 
value  of  his  holdings;  but  this  is  far  from  being  the  case  with  the  resi¬ 
dents  of  cities. 
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One  or  two  illustrations  will  indicate  the  true  situation : 

On  the  first  of  March,  1914,  there  were  in  the  banks  of  Kansas  de¬ 
posits  of  individual  taxpayers  aggregating  approximately  one  hundred 
and  seventy-two  millions  of  dollars.  Of  these  deposits  there  were  listed 
for  taxation  thirty-seven  millions,  leaving  about  one  hundred  and  thirty- 
five  millions  untaxed.  If  the  state  is  to  continue  to  tax  bank  deposits, 
it  needs  no  great  reflection  to  produce  with  any  one  the  conclusion  that 
justice  will  be  done  only  by  taxing  all  of  these  deposits,  and  any  system 
that  will  induce  the  owners  of  this  kind  of  property  to  list  it  for  taxa¬ 
tion,  whereby  all  the  owners  will  bear  a  portion  of  the  tax  burden,  will  be 
far  preferable  to  the  present  system,  where  only  about  twenty  per  cent  of 
property  of  the  class  now  pays  tax. 

The  same  is  true  as  to  the  taxation  of  mortgages.  In  1914  there  was 
listed  for  taxation  sixty-eight  millions  in  value  of  mortgages.  The  legis¬ 
lature  has  not  provided  means  whereby  the  total  mortgage  indebtedness 
of  the  state  owned  by  citizens  of  the  state  can  be  ascertained,  but  it  is  a 
reasonable  presumption  that  sixty-eight  millions  represents  only  about 
one-fourth  of  the  holdings.  Twenty-five  per  cent  of  this  class  of  property 
contributes  to  the  revenues  of  the  many  taxing  districts,  while  seventy- 
five  per  cent  evades  the  tax.  It  would  seem  that  a  mere  suggestion  only 
is  needed  to  show  the  public  that  great  wrong  is  done  to  the  holders  of 
this  kind  of  property  whose  consciences  require  them  to  list  their  prop¬ 
erty,  while  the  tax  upon  three  times  the  amount  which  is  taxed  is 
evaded  by  other  owners. 

There  is  no  intention  here  to  argue  against  law  enforcement.  The  en¬ 
forcement  of  unjust  laws  is  the  best  way  to  have  them  replaced  by  juster 
measures. 

The  great  inequality  in  the  taking  of  the  income  from  investments 
which  results  from  the  present  system  in  Kansas,  as  has  been  shown 
above,  must  undoubtedly  lead  thinking  citizens  to  the  conclusion  that  the 
system  should  be  changed. 

Experience  in  other  states  shows  that  a  moderate  rate  of  tax  placed 
upon  intangibles,  such  a  burden  as  the  economic  character  of  the  prop¬ 
erty  will  enable  it  to  sustain,  brings  this  kind  of  property  from  its  places 
of  concealment  and  gets  it  upon  the  tax  roll. 

Should  it  be  deemed  the  proper  policy  by  the  legislature  to  continue 
the  taxation  of  all  kinds  of  intangible  property,  it  is  apparent  that  there 
must  be  some  change  in  order  to  obtain  from  this  kind  of  property  its 
fair  share  of  the  burden  of  sustaining  the  state.  Already  the  system  in 
vogue  has  driven  hundreds  of  thousands  of  dollars  of  capital  out  of 
Kansas  to  other  states  where  the  burden  of  taxation  borne  by  these  par¬ 
ticular  kinds  of  property  is  more  in  line  with  what  the  earnings  of  the 
property  can  stand. 

Without  a  very  exhaustive  analysis  it  can  not  be  stated  just  how  much 
tax  the  thirty-seven  millions  of  deposits  listed  for  tax  purposes  for  the 
current  year  will  pay,  but  a  conservative  estimate  is  one  and  one-fourth 
per  cent.  An  aggregate  of  $462,500  in  taxes  would  thus  result,  which  is 
paid  by  not  much  more  than  twenty  per  cent  of  that  kind  of  property  in 
the  state.  If  a  rate  of  one-half  of  one  per  cent  were  imposed  upon  this 
class  of  property,  by  a  method  which  would  collect  it  from  all  of  the 
class,  there  would  result  a  tax  payment  of  $860,000,  or  an  excess  of 
$397,500  over  the  present  system,  and  each  owner  of  this  kind  of  prop¬ 
erty  would  pay  a  proportionate  tax,  which  everybody  must  admit  to  be 
just. 

It  becomes  necessary  sometimes  to  refer  to  the  short  crops  of  1913,  and 
in  this  instance  reference  is  made  thereto  to  show  that  the  rural  districts 
were  seriously  affected.  The  shortage  of  grain  and  forage  crops  was  so 
great  that  owners  of  animals  were  compelled  to  put  upon  the  market  all 
of  that  property  which  was  marketable.  Notwithstanding  the  large  outgo 
to  the  market  of  animals  of  the  various  classes,  there  remained  large 
numbers  which  had  to  be  maintained,  and  it  is  estimated  that  approxi¬ 
mately  twenty  millions  of  money  were  sent  out  of  the  state  to  import  feed 
to  sustain  this  property  until  another  harvest,  included  in  the  expenditure, 
however,  being  a  considerable  amount  for  seed  grains  and  vegetables.  It 
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at  once  appeals  to  the  thoughtful  person  that  property  acquired  impera¬ 
tively  for  consumption  under  such  adverse  conditions  ought  not  to  be 
taxed  in  an  equal  manner  with  income-producing  property.  The  im¬ 
ported  feed  is  consumed  in  the  mere  sustenance  of  the  animals  and  does 
not  fit  them  for  market.  The  seed  grain  and  vegetables  may  never  yield 
anything,  may  be  destroyed  in  the  ground,  and  yet  under  the  present 
system  this  property  is  taxed  exactly  as  is  the  grain  stored  and  held  by 
capitalists  for  increased  prices  in  the  market. 

It  goes  without  saying  that  unproductive  property  should  not  be  taxed 
in  an  exactly  equal  manner  with  productive  property. 

Under  the  present  system  the  legislature  can  at  will  exempt  any  kind 
of  property  from  taxation  provided  it  exempts  all  of  that  particular  kind. 
In  other  words,  as  to  exemption,  there  must  be  uniformity  as  to  the  class, 
so  that  a  change  in  the  constitution  will  not  give  the  legislature  any  more 
power  of  exemption  than  it  now  has.  Inherent  in  this  proposition  is  the 
fact  that  the  legislature  may  now  so  exempt  property  from  taxation  as  to 
leave  nothing  taxable  but  land  values;  therefore  the  opponents  of  the  single 
tax  have  nothing  to  fear  from  the  proposed  change  in  the  constitution.  On 
the  other  hand,  the  effect  of  the  change  would  be  to  shift  from  land  to  in¬ 
tangible  personalty  some  of  the  tax  now  borne  by  the  land. 

The  particular  freedom  which  is  desired  for  the  legislature,  and  which 
will  be  obtained  if  the  amendment  shall  be  adopted,  is  to  classify  property 
according  to  its  kind  and  condition  and  to  establish  differential  rates 
adapted  to  the  peculiarities  of  the  particular  classes,  always  there  being 
due  consideration  of  the  fact  that  all  property  should  bear  a  just  share  of 
the  burdens  of  the  state. 

The  proposition,  if  the  amendment  be  adopted,  is  not  that  there  shall  be 
an  immediate  revolution  in  the  present  system,  but  such  a  gradual  de¬ 
velopment  to  a  just  system  as  the  legislature  may  in  its  wisdom  find  from 
time  to  time  to  be  expedient  to  a  just  distribution  of  the  tax  burden. 

The  new  states  of  Arizona  and  Colorado  have  in  their  constitutions 
recognized  the  principle  embodied  in  the  proposed  Kansas  amendment. 
Minnesota  and  Kentucky  have  already  amended  their  constitutions.  The 
constitutions  of  several  states  have  always  been  right  upon  the  proposition. 
Amendments  similar  to  the  Kansas  amendments  are  pending  in  North 
Carolina,  North  Dakota  and  Oregon.  In  Ohio  an  amendment  embodying 
classification,  though  somewhat  restricted — and  it  is  here  thought  unwisely 
restricted — has  been  submitted  by  an  initiative  petition  signed  by  140,000 
taxpayers.  Yours  truly,  Sam’l  T.  Howe, 

J.  A.  Burnette, 

J.  H.  Hostetler, 
Members  of  the  Tax  Commission. 

On  the  17th  of  September,  ult.,  Dr.  Bullock,  economist  and  tax  authority, 
was  in  Topeka  and  was  interviewed  by  a  reporter  representing  the 
Topeka  Daily  Capital,  with  the  following  interview  as  the  result,  which 
was  published  on  the  morning  of  the  18th  of  September,  ult.: 

Says  Kansas  Tax  System  is  Unjust. — Charles  Bullock,  Economist  and 
Tax  Authority,  Declares  It  Highly  Important  that  Tax  Amendment 
Carry. — Present  Plan  Breeds  Dodgers. 

It  is  highly  important  that  Kansas  make  some  changes  in  its  system 
of  lisiting  property  for  taxation,  according  to  Charles  J.  Bullock,  econ¬ 
omist  and  authority  on  taxation  problems.  Mr.  Bullock,  who  is  professor 
of  economics  at  Harvard  University,  was  a  visitor  yesterday  at  the  state- 
house,  the  guest  of  the  members  of  the  Kansas  Tax  Commission.  He  and 
Charles  A.  Andrews,  of  the  Massachusetts  Tax  Commission,  were  on  the 
way  to  the  East  from  attending  the  recent  conference  of  the  National 
Tax  Association  at  Denver. 

FARMER  BEARS  THE  BURDEN. 

“Kansas’  present  system  of  taxation,  like  that  of  a  number  of  other 
states,  is  unfair,  unsatisfactory,  and  is  driving  capital  out  of  the  state,” 
declared  Mr.  Bullock.  “The  strict  enforcement  of  the  law  makes  tax 
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dodgers,  law  breakers  and  perjurers.  Besides  this,  it  makes  the  man 
who  owns  tangible  personal  property,  such  as  horses,  cattle,  farm  imple¬ 
ments,  grain,  farm  products  and  the  like,  bear  the  brunt  of  taxation. 
He  is  assisted,  of  course,  by  the  comparatively  few  holders  of  intangible 
personal  property  who  list  their  property  for  taxation.  This  intangible 
personal  property  consists  of  mortgages,  stocks,  bonds  and  the  like.” 

The  tax  amendment  to  be  voted  on  at  the  November  election  this  fall 
will  make  it  possible  for  the  legislature  to  equalize  the  tax  burden,  Mr. 
Bullock  said.  Mr.  Andrews,  the  Massachusetts  tax  authority,  who  was 
with  him,  agreed  that  the  amendment  held  in  it  many  possibilities  for 
improvements  in  Kansas’  system  of  taxation. 

*  FAVORS  PROPOSED  AMENDMENT. 

“It  is  of  the  greatest  importance  to  the  state,  and  particularly  the 
farmers  of  the  state,  that  the  amendment  be  passed,  and  that  the  legis¬ 
lature  then  pass  legislation  that  will  provide  for  the  classification  of 
property  for  taxation,”  continued  Mr.  Bullock.  “By  classifying  property, 
and  using  judgment  in  setting  the  percentage  of  the  tax  levy  each  class 
of  property  should  bear,  experiences  in  other  states  have  demonstrated 
that  it  is  possible  to  bring  all  intangible  property  into  the  tax-paying 
class.  This  will  not  only  greatly  increase  the  revenue,  but  will  make  the 
burden  easier  on  the  men  who  now  are  bearing  the  brunt  of  taxation. 
It  is  not  the  expenses  of  state,  but  the  amount  of  property  that  escapes 
taxation,  that  makes  the  tax  burden  as  heavy  as  it  is.” 

The  Harvard  economist  believes  that  a  blanket  three-  to  five-mill  tax 
on  personal  property,  covering  local  as  well  as  state  taxes,  would  bring 
in  more  revenue,  distribute  taxes  more  evenly,  and  prove  more  satisfactory 
all  around.  This  would  be  one  of  the  possibilities  under  an  amendment 
such  as  is  to  be  voted  on  by  the  voters  of  Kansas  in  November.  The 
amendment  itself  does  not  provide  for  any  change  in  taxation,  but  would 
allow  the  legislature  to  make  changes  in  the  present  system  of  listing 
property  for  taxation.  Here  is  an  illustration  used  by  Mr.  Bullock : 

DRIVES  INTANGIBLE  INTO  HIDING. 

“What  chance  have  you  of  collecting  on  any  great  number  of  mort¬ 
gages,”  he  asked,  “when  conditions  are  such  as  prevail  in  Topeka?  For 
instance,  suppose  you  hold  a  mortgage  for  $1000  at  5  per  cent.  Interest 
amounts  to  $50  a  year.  Very  well.  You  list  that  for  taxation.  It  goes 
on  the  personal  property  list,  pays  a  tax  of  1.2  mills  to  the  state,  and  then 
in  addition  something  like  $17.50  for  local  taxation — city  and  county. 
That  means  more  than  35  per  cent  of  the  income  going  for  taxes.  If  all 
mortgages  paid  this  tax  the  rate  of  interest  would  go  up  2  per  cent 
probably.  That  would  not  be  good  for  business.  Of  course,  not  all 
mortgages  pay  the  present  tax.  The  few  that  do  bear  an  unequal  share  of 
the  burden  of  taxation. 

“On  the  other  hand,  suppose  that  the  tax  amendment  should  be  voted 
into  the  constitution.  Then  if  the  legislature  saw  fit  it  could  arrange  for 
a  flat  three-  to  five-mill  rate  on  all  intangible  personal  property,  this  *o 
cover  both  state  and  local  taxation.  The  tax  on  mortgages  such  as  I  have 
described  would  be  from  $3  to  $5,  instead  of  over  $18.  Then  the  Tax 
Commission  would  be  in  position  to  force  the  listing  of  all  mortgages  for 
taxation  without  the  danger  of  driving  capital  out  of  the  state.  In  every 
state  where  it  is  provided,  as  it  is  now  in  Kansas,  that  there  shall  be  a 
‘uniform  and  equal  rate  of  taxation’  capital  is  being  driven  to  other  states 
in  proportion  as  the  law  is  enforced.” 

Mr.  Bullock  declares  that  the  states  that  have  adopted  the  change  in 
the  taxing  of  intangible  personal  property  have  attained  much  better 
results  along  taxation,  and  that  the  tax  burden  in  these  states  is  more 
equitably  distributed.  The  Kansas  State  Tax  Commission  recently  gave 
out  a  statement  that  more  than  $500,000,000  worth  of  personal  property 
in  Kansas  escapes  taxation  every  year. 
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On  the  same  day,  on  the  editorial  page  of  the  Daily  Capital,  appeared 

the  following: 

THE  CONSTITUTIONAL  TAX  AMENDMENT. 

In  an  interview  in  another  column  of  the  Capital  Doctor  Bullock,  pro¬ 
fessor  of  economics  in  Harvard  College,  and  a  high  authority  on  taxa¬ 
tion,  who  was  in  Topeka  yesterday  on  his  way  east  from  the  convention 
of  the  National  Tax  Association  in  Denver,  speaks  highly  of  the  Kansas 
State  Tax  Commission  system  and  of  the  constitutional  amendment  to  be 
voted  on  in  November’s  election  which  will  enable  intangible  personal 
property,  now  largely  escaping  taxation,  to  be  properly  assessed  and 
taxed.  Doctor  Bullock’s  statement  is  worthy  of  the  attention  of  every 
voter  in  the  state,  coming  as  it  does  from  an  impartial  visitor  and  a 
specialist  on  this  subject. 

Our  state  tax  commissioners  have  estimated  that  a  half  billion  dol¬ 
lars  of  personal  property  that  is  of  a  concealable  character  escapes  all 
taxation  in  the  state.  If  taxed  at  a  uniform  low  rate  of  three  to  five  mills 
this  five  hundred  millions  of  property  will  bring  into  the  state  revenue 
upwards  of  two  million  dollars  a  year — a  clear  gain  of  state  revenue 
that  is  much  needed.  In  cities  like  Topeka  such  property  will  not  pay 
on  the  ruling  general  property  rate  of  1%  per  cent,  since  it  consists  of 
wealth  that  can  be  concealed  and  that  brings  in  a  low  income — from  4  to 
perhaps  5  per  cent.  To  cut  by  taxation  an  income  of  4  per  cent  by  1%  per 
cent  is  to  reduce  it  to  a  trifle  over  2  per  cent,  and  amounts  to  an  income 
tax  of  more  than  40  per  cent  on  this  particular  property.  It  is  therefore 
held  out  from  assessment,  and  if  this  were  not  possible  such  wealth  would 
leave  the  state,  being  invested  where  a  higher  income  could  be  obtained. 

It  is  not  a  question  of  approving  such  methods  of  avoiding  taxation, 
but  of  recognizing  plain  facts,  existing  not  only  here  but  everywhere; 
for  wherever  the  general  property  tax  system  prevails  the  same  fact 
notoriously  obtains — concealable  property  is  concealed  rather  than  pay 
an  income  tax  of  such  proportions.  The  question  is  simply  one  of  prac¬ 
tical  interest  of  the  state — how  to  get  the  most  revenue  out  of  the  assess¬ 
able  wealth. 

When  Minnesota  a  few  years  ago  adopted  the  plan  now  proposed  in 
Kansas  of  dealing  with  intangible  property,  it  placed  a  special  tax  on 
such  property  of  three  mills.  And  while  this  was  far  below  the  general 
property  tax,  yet  the  practical  result  was  that  Minnesota  obtained  the 
first  year  an  increase  of  revenue  from  this  source  of  100  per  cent,  and 
since  the  law  has  been  more  solidly  established  the  revenue  has  steadily 
increased  still  more.  No  state,  says  Doctor  Bullock,  which  has  once 
adopted  this  plan  has  ever  returned  to  the  common  plan  of  attempting 
to  collect  from  intangibles  the  general  property  tax  rate. 

This  is  the  object  of  the  constitutional  tax  amendment.  It  is  an  ap¬ 
proved  method  of  increasing  revenues  from  personal  property  and  of 
making  the  entire  tax  system  enforceable.  States  that  have  already 
adopted  it  are  California,  Maine,  Rhode  Island  and  Wisconsin.  The 
amendment  this  year  is  pending  in  Kansas,  North  Carolina,  North  Da- 
.  kota  and  Oregon,  and  it  comes  up  for  a  vote  next  year  in  Maryland, 
Kentucky  and  Indiana.  Constitutional  amendment  is  necessary  as  a 
preliminary  step  in  two-thirds  of  the  forty-eight  states,  including  Kan¬ 
sas,  where  the  constitution  requires  uniformity  absolute  in  taxation,  but 
in  some  states  the  system  has  been  adopted  without  the  necessity  of 
amending  the  constitution,  such  states  being  Pennsylvania,  Minnesota, 
Connecticut,  New  York,  and  one  or  two  others. 

In  the  issue  of  the  Topeka  Daily  Capital  of  October  1,  1914,  was  the 

following  editorial: 

EQUAL  TAXATION  AND  THE  PENDING  TAX  AMENDMENT. 

In  a  report  back  to  the  National  Tax  Association  a  special  committee, 
of  which  Professor  Bullock  of  Harvard  College  was  chairman,  appointed 
to  consider  the  question  of  the  taxation  of  public-service  corporations,  re¬ 
ported  that  three  main  plans  were  under  discussion — special  and  heavier 
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taxations  of  these  corporations,  because  they  enjoy  special  franchise  privi¬ 
leges  of  great  value;  no  equalization  with  other  property  because  effective 
public  regulation  makes  equalization  unnecessary;  and  third,  the  taxation 
of  these  properties  should  be  governed  by  the  general  rule  of  equality. 

The  committee  unanimously  rejected  the  first  two  and  adopted  the  last 
principle.  Exemption  from  all  taxes  the  committee  opposed  because  con¬ 
trary  to  the  equality  principle.  There  should  be  no  exemption  until  public 
ownership. 

But  in  this  report  the  special  committee  makes  a  strong  point  against 
a  more  or  less  common  disposition  to  confuse  equality  with  uniformity. 
Because  the  end  aimed  at  is  equality  it  does  not  necessarily  follow  that  the 
means  should  be  an  exactly  identical  rate  of  tax  on  different  kinds  of 
wealth ;  since  all  kinds  of  wealth  are  not  necessarily  conditioned  precisely 
alike,  but  different  kinds  of  wealth  are  subjected  to  different  conditions  as 
to  price,  valuation,  variation  in  value,  income-bearing  character,  market¬ 
able  character  and  so  on.  A  summary  of  a  portion  of  this  report,  bearing 
on  the  differences  between  equality  and  uniformity,  states  that  “in  all 
governmental  affairs  equality  should  be  the  controlling  principle,  and  in 
none  is  it  more  necessary  than  in  the  matter  of  taxation.” 

But  the  report  goes  on  to  insist  that  “equality  of  taxation  must  be  real 
and  not  merely  formal.  Where  conditions  differ,  equality  can  not  be 
obtained  by  the  iron  rule  of  uniformity,”  says  this  report.  This  proposi¬ 
tion  is  at  the  bottom  of  the  movement  for  amending  the  Kansas  constitu¬ 
tion  in  the  matter  of  taxation  so  that  the  “iron  rule  of  uniformity”  may 
be  broken,  where  it  is  necessary  to  accomplish  a  real  equality  of  taxation, 
and  especially  to  obtain  revenue  from  now  escaping  property. 

This  committee  discusses  and  approves  the  doctrine  of  classification  of 
property  for  purposes  of  taxation,  placing  different  kinds  of  property  into 
different  classes  with  different  tax  rates,  and  it  holds  that  “without  classi¬ 
fication,  real,  as  distinguished  from  formal,  equality,  is  absolutely  unat¬ 
tainable.  Our  tax  laws  must  recognize  the  economic  differences  of  the 
various  classes  of  property.” 

Precisely  this  is  the  argument  for  the  adoption  next  month  of  the  pend¬ 
ing  tax  amendment  in  Kansas.  The  committee  incidentally  pays  Kansas 
a  tribute  for  what  it  has  done  through  its  State  Tax  Commission  system 
towards  “eradication  of  the  evil  of  undervaluation  of  property  by  the 
local  assessors.”  While  the  undervaluation  evil  has  been  greatly  reduced 
in  Kansas,  the  other  evil  of  complete  “tax  dodging,”  the  evasion  of  taxa¬ 
tion  by  certain  kinds  of  intangible  personal  property,  has  not  been  cor¬ 
rected,  and  never  will  be  until  the  amendment  referred  to,  permitting  of 
classification,  is  adopted. 

In  harmony  with  the  opinions  of  all  careful  students  and  of  administrators 
of  tax  laws  who  have  had  long  experience,  is  the  opinion  of  the  supreme 
court  of  the  United  States  as  expressed  in  142d  U.  S.  Supreme  Court 
Reports,  at  page  351,  in  the  case  of  Pacific  Express  Company  v.  Seibert, 
where  the  court  said: 

This  court  has  repeatedly  laid  down  the  doctrine  that  diversity  of 
taxation,  both  with  respect  to  the  amount  imposed  and  the  various  species 
of  property  selected  either  for  bearing  its  burdens  or  for  being  exempt 
from  them,  is  not  inconsistent  with  a  perfect  uniformity  and  equality  of 
taxation  in  the  proper  sense  of  those  terms;  and  that  a  system  which 
imposes  the  same  tax  upon  every  species  of  property,  irrespective  of  its 
nature,  condition  or  class,  will  be  destructive  of  the  principle  of  uni¬ 
formity  and  equality  in  taxation  and  of  a  just  adaptability  of  property 
to  its  burdens. 
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At  the  National  Tax  Conference  in  1910  a  committee  of  the  National  Tax 
Association  made  its  report,  and  the  following  were  the  conclusions 
reported : 

CONCLUSIONS. 

To  sum  up,  your  committee  finds: 

That  the  general  property  tax  system  has  broken  down. 

That  it  has  not  been  more  successful  under  strict  administration  than 
where  the  administration  is  lax. 

That  in  the  states  where  its  administration  has  been  the  most  strin¬ 
gent,  the  tendency  of  public  opinion  and  legislation  is  not  towards  still 
more  stringent  administration,  but  towards  a  modification  of  the 
system. 

That  the  same  tendency  is  evident  in  the  states  where  the  administra¬ 
tion  has  been  more  lax. 

That  the  states  which  have  modified  or  abandoned  the  general  prop¬ 
erty  tax  show  no  intention  of  returning  to  it. 

That  in  the  states  where  the  general  property  tax  is  required  by  con¬ 
stitutional  provisions  there  is  a  growing  demand  for  the  repeal  of  such 
provisions. 

We  conclude,  therefore,  that  the  failure  of  the  general  property  tax 
is  due  to  the  inherent  defects  of  the  theory;  that  even  measurably  fair 
and  effective  administration  is  unattainable;  and  that  all  attempts  to 
strengthen  such  administration  serve  simply  to  accentuate  and  to  pro¬ 
long  the  inequalities  and  unjust  operation  of  the  system. 

Oscar  Lesher.  Chairman, 

Judge  Appeal  Tax  Court ,  Baltimore,  Md. 

Edwin  R.  A.  Seligman, 

Professor  of  Economics,  Columbia  University,  New  York. 

James  C.  Forman, 

City  Assessor,  Toronto,  Ont. 

Nils  P.  Haugen, 

Member  Slate  Tax  Commission,  Madison,  Wis. 

Frederick  N.  Judson, 

Attorney,  Chairman  Special  Tax  Commission,  1906,  St.  Louis,  Mo. 

Committee. 

Dr.  E.  R.  A.  Seligman,  who  signed  the  above  report  and  who  is  now  the 
president  of  the  National  Tax  Association,  has  frequently  been  called 
before  congressional  committees  when  legislation  having  relation  to 
economic  and  financial  conditions  was  under  consideration  by  Congress. 
In  Doctor  Seligman’s  presidential  address  to  the  Seventh  National  Tax 
Conference,  in  1913,  among  other  things  he  said: 

The  second  great  evil  with  which  we  have  all  to  cope  is  the  lack  of 
correspondence  between  older  theories  and  the  modern  environment.  We 
have  said  that  if  a  certain  method  does  not  work  out  in  practice,  the 
obvious  retort  seems  to  be  that  there  is  something  lacking  in  the  ad¬ 
ministration.  If,  however,  we  find,  as  we  sometimes  do,  that  a  more 
rigid  administration  on  given  lines  only  makes  matters  worse,  rather 
than  better,  the  equally  obvious  conclusion  is  that  the  fault  lies  not  in 
the  administration  but  in  the  underlying  principles.  With  that  state  of 
affairs  we  have  unfortunately  had  not  a  little  experience;  and  we  are  only 
slowly  beginning  to  realize  that  a  new  economic  environment  sometimes 
alters  the  conditions  of  an  old  problem  to  such  an  extent  that  it  really 
creates  a  new  problem.  While  we  may  not  all  be  agreed  as  to  the  various 
details  of  a  substantive  policy,  I  fancy  that  we  are  all  in  accord  that,  for 
instance,  the  old  general  property  tax  as  its  principles  are  written  into 
our  state  constitutions  is  in  some  way  no  longer  in  harmony  with  the 
times;  and,  in  fact,  this  association  has  received  and  virtually  accepted 
the  report  of  a  special  committee  on  this  subject  to  that  effect.  So  here 
again  we  all,  I  fancy,  are  united  in  the  desire  to  strike  from  our  state 
constitutions  the  affirmative  clauses  or  the  prohibitions  which  stand  in 
the  way  of  what  we  all  consider  a  step  in  advance.  Here,  also,  there  is  a 
great  field  in  which  we  can  all  work  together  helpfully  for  improvement. 
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Numerous  concrete  examples  of  the  benefit  resulting  from  taxing 
property  rationally,  which  means  simply  in  accordance  with  its  economic 
condition,  might  be  given  here,  but  it  is  not  believed  that  it  is  necessary 
to  multiply  instances  of  the  kind. 

In  1896,  in  Baltimore,  securities  of  various  sorts  were  taxed  ad 
valorem  and  at  a  rate  of  levy  uniform  with  that  applied  to  all  other 
property.  In  that  year  six  millions  in  value  of  this  kind  of  property  was 
listed  for  taxation.  In  1897  the  law  was  changed,  providing  for  a  three- 
mill  annual  tax,  or  thirty  cents  on  the  one  hundred  dollars,  to  which  levy 
for  local  purposes  was  to  be  added  the  same  levy  for  state  tax  that  was 
applied  to  all  other  property.  The  result  of  the  taxation  of  this  kind  of 
property  at  a  flat  rate  of  three  mills  plus  the  state  tax  levy  has  been  a 
gradual  increase  from  year  to  year  in  the  amount  of  that  kind  of  property 
listed,  until  in  1914  the  aggregate  assessment  was  $191,970,999.  Under 
the  old  listing,  if  a  rate  of  two  per  cent  were  applied  there  would  have 
resulted  $120,000  in  taxes.  Under  the  new  system  the  revenue  for  local 
purposes  obtained  at  three  mills  on  the  dollar  amounts  to  $575,913. 

Here  is  a  clear  illustration  of  the  fact  that  when  property  is  taxed  at 
a  rate  which  it  will  stand,  tax  evasion  ceases  to  a  very  large  extent,  if 
not  wholly.  By  far  the  greater  majority  of  people  favor  law  enforce¬ 
ment,  and  under  ordinary  conditions  will  cheerfully  assume  the  burdens 
which  justice  and  equity  place  upon  them. 

Published  by  the  Tax  Commission. 

October,  1914. 


